§203.556

be deducted from any subsequent pay-
ment or payments submitted by the
mortgagor or on his behalf if this is not
inconsistent with the terms of the
mortgage. Partial payments shall be
treated as provided in §203.556.

(c) A payment may be returned be-
cause of failure to include a late charge
only if the mortgagee notifies the
mortgagor before imposition of the
charge of the amount of the monthly
payment, the date when the Ilate
charge will be imposed and either the
amount of the late charge or the total
amount due when the late charge is in-
cluded.

(d) During the 60-day period begin-
ning on the effective date of transfer of
the servicing of a mortgage, a late
charge shall not be imposed on the
mortgagor with respect to any pay-
ment on the loan. No payment shall be
treated as late for any other purpose if
the payment is received by the trans-
feror servicer, rather than the trans-
feree servicer that should receive the
payment, before the due date (includ-
ing any applicable grace period allowed
under the mortgage documents) appli-
cable to such payment.

[42 FR 15680, Mar. 23, 1977, as amended at 59
FR 65448, Dec. 19, 1994]

§203.556 Return of partial payments.

(a) For the purpose of this section, a
partial payment is a payment of any
amount less than the full amount due
under the terms of the mortgage at the
time the payment is tendered, includ-
ing late charges.

(b) Except as provided in this section,
the mortgagee shall accept any partial
payment and either apply it to the
mortgagor’s account or identify it with
the mortgagor’s account and hold it in
a trust account pending disposition.
When partial payments held for dis-
position aggregate a full monthly in-
stallment they shall be applied to the
mortgagor’s account, thus advancing
the date of the oldest unpaid install-
ment but not the date on which the ac-
count first became delinquent.

(c) If the mortgage is not in default,
a partial payment may be returned to
the mortgagor with a letter of expla-
nation.

(d) If the mortgage is in default, a
partial payment may be returned to
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the mortgagor with a letter of expla-
nation in any of the following cir-
cumstances:

(1) When payment aggregates less
than 50 percent of the amount then
due;

(2) The payment is less than the
amount agreed to in a forbearance
plan, whether or not reduced to writ-
ing;

(3) The property is occupied by a ten-
ant who is paying rent and the rentals
are not being applied to the mortgage
payments;

(4) Foreclosure has been commenced.
(Foreclosure is commenced when the
first action required for foreclosure
under applicable law is taken.)

(e) Under the following cir-
cumstances the mortgagee may return
any partial payment received more
than 14 days after the mortgagee has
mailed to the mortgagor a statement
of the full amount due, including late
charges, and a notice of intention to
return any payment less than such
amount.

(1) Four or more monthly install-
ments are due and unpaid, or

(2) A delinquency of any amount has
continued for at least six months since
the account first became delinquent.

[42 FR 15680, Mar. 23, 1977]

§203.558 Handling prepayments.

(a) Notwithstanding the terms of the
mortgage, the mortgagee may accept a
prepayment at any time and in any
amount. Except as set out below,
monthly interest on the debt must be
calculated on the actual unpaid prin-
cipal balance of the loan.

(b) With respect to mortgages insured
before August 2, 1985, if a prepayment
is offered on other than an installment
due date, the mortgagee may refuse to
accept the prepayment until the first
day of the month following expiration
of the 30-day notice period as provided
in the mortgage, or may require pay-
ment of interest to that date, but only
if the mortgagee so advises the mort-
gagor, in a form approved by the Com-
missioner, in response to the mortga-
gor’s inquiry, request for payoff fig-
ures, or tender of prepayment.
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